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(1) For rate years commencing January1, 1991and prior to January 1,1997,each 
eligible major public general hospital shall receive a portionof its bad debt and charity 
care need equalto 110percent of the result of the application of the percentage of 
statewide inpatient reimbursable costs excluding costs relatedto setvices provided to 
beneficiaries of Medicare, developed on the basis of 1985 financial and s t a t i s t i c a l  
reports, to the statewide resources for the rate year. For rate periods commencing 
January 1, 1997through December 31, [20023 each eligible major public general 
hospital shalt receive an amount equalto the amount allocatedto such major public 
hospital for the period January 1, 1996 through December 31, 1996.lFor the period 

2005
January 1, [2003] through June 30, [2003] each eligible major public 
general hospital shall receive an amount equalto one-half the amount: allocatedto such 
major public hospitalfor theperiod January 1, 1996 through December 31,1996. 

(2) For rate periods prior to January 1, 1997,the balance ofthe statewide resources 
after the Medicaid disproportionateshare payments are madein accordance with 
paragraph (1)of this subdivision shall be distributedto voluntary sector hospitals onthe 
basis of each hospital's targeted need share. For rate periods commencing January1, 
1997and thereafter, the balance of unallocatedfunds after the Medicaid 
disproportionateshare payments are madein accordance with paragraph(1) of this 

-	 subdivisionand fundsare reserved for distribution as high needadjustments in 
accordance with subdivision (h) of this section and shall bedistributedto eligible 
hospitals, excluding major public general hospitals, onthe basis of targeted need share 
adjusted for transition factors pursuantto subdivision (i)of this section. 

(i)Need calculations shall be based on need datafor the year 2 years prior to the 
rate year. 

(ii)For the rate periods commencing January1, 1991 and priorto January 1, 
1997,the scale specified in subparagraph (iii)of this paragraph andflor rate periods 
commencing January 1, 1997and thereafter, the scale specified in subparagraph(iv) 
shall be utilized to calculate individual hospital's nominal payment amounts on the basis 
of the percentage relationship betweentheir need for the year 2 years prior to the rate 
year and their patient service revenues for the year 2 years prior to tlhe rate year. 

(iii)The scale utilized for development of each hospital's nominal payment 
amount shall be as follows: 
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the revenue associated with referred ambulatory patients. The charges shallbe collected for the 
entire year, reduced to cost, and comparedto the amount of bad debt and charity care 
distributions received bythe hospital for such services. This data shall becollectedon forms and 
in a manner prescribedby the commissioner of health. 

1, 1997
(h) For rate periods commencing January through December 31,[2002] 2004, 
$36million and for the period January1, [2003] 2005 through June30,[2003]2005, $18million 
shall be distributed as high need adjustmentsto general hospitals, excluding major public 
general hospitals, with nominal payment amountin excess of 4 percent of repotted costs as 
follows: each general hospital's share shall be based on such hospital's aggregate share of 
nominal payment amount above4 percent of reported costs comparedto the total aggregate 
nominal payment amount above4 percent of reported costsof all eligible hospitals. 

(i)For rate periods commencing January 1, 1997and thereafter, distributions togeneral 
hospitals describedin subdivisions (d)(2) and(h) of this section shallbe adjusted as follows: 

(1) For general hospitals which qualifiedfor distributions pursuantto section 
86-1.66of this Subpart as of December 31,1995: 

(i) For the rate period commencing January1, 1997and ending December 
31,1997,each such general hospital shall receive asan allocation 100 
percent of the projected distributionto such general hospital pursuantto 
paragraph (4) of subdivision (d)of this sectionfor 1.996. 

(ii)For the rate period commencing January1, 1998and ending 
December 31, 1998,each such general hospital shall receiveas an 
allocation 75 percent ofthe amount determinedin accordance with 
subparagraph (i)of this paragraph and25 percent ofthe amount 
determined in accordance with subdivision (h) of this section. 

Supersedes TN Effective Date MAY 1 5 2003 
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qualified for distributions pursuantto section 86-1.66 of this Subpart, shall be 
adjusted as follows: 

(i)For each category specified in this subdivision, 50 percent of the 
amount by whichthe allocation calculated pursuant to subdivisions (d)(2), (h) 
and (i)of this sectionfor rate periods commencing on and after January1, 1997 
exceeds the projected distribution calculated pursuantto subdivision (d)(2) of 
this section for 1996 and, if applicable, section 86-1.84 of this !Subpart for 1996 
shall be reserved by the Commissioner for allocation to general hospitals within 
such category that would experience a loss based on each such general 
hospital’s proportionate share of the aggregate losses for all general hospitals 
within such category, provided however, that the amount resewedwithin a 
category shall not exceed the aggregate amount of losses within such category. 

(k) Supplemental indigent care distributions. From funds in the pool for each year, $27 
million shall be resewed on an annual basisfor the periods January 1, 2000 through 
December 31, [20023 2004 and $13.5 million shall be reserved for the period January 1, 
[20033 2005 through June 30, E20033 2005 to be distributedto each hospital ona 
proportionate share basis, provided that no hospital shall receive less thanthe graduate 
medical education reduction amount calculated pursuant to State law, subject to hospital 
specific disproportionateshare payment limits calculated in accordance with section 86
1.87 of this Subpart. 

(I) High Need Indigent Care Adjustment Pool. Funds allocated pursuant to State law 
shall be deposited as authorized and usedfor the purpose of making Medicaid 
disproportionate share paymentswithin the limits established on an annualized basis 
pursuant to section 86-1.87 of this Subpart, for the period January 1, 2000 through June 
30, [2003] 2005, in accordance with the following: 

(1) From the funds in the pool each year: 

(i) Each eligible rural hospital shall receive$140,000 on an annualized 
basis for the periods January 1, 2000 through December 31, [20023 2004 and 
$70,000 for the period January 1, [2003] 2005 through June 30,[2003] 2005, 
provided as a disproportionate share payment; provided, however,that if such 
payment pursuantto this subparagraph exceeds a hospital‘s applicable 
disproportionateshare limit, thenthe total amount in 
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excess of such limit shall be provided as anondisproportionateshare payment in the 
form of a grant directly from thispool; 

(ii) Each such hospital shall also receive an amount calculated by 
multiplyingthe facility's uncompensated care needby the appropriate percentage 
from the following scale based on hospital rankings developedin accordance 
with each eligible rural hospital's weight as defined by this section: 

Rank 

1-9 

10-17 

18-25 

26-33 

34-41 

42-49 

50-57 

58+ 


Percentage Coverage of 
Uncompensated Care Need 

60.0% 

52.5% 

45.0% 

37.5% 

30.0% 

22.5% 

15.0% 

7.5% 


(iii) "Eligible rural hospital", as used in this subdivision,, shall mean a 
general hospital classifiedas a rural hospitalfor purposes of determining 
payment for inpatient services provided beneficiaries of title XVIII of the 
federal social security act (Medicare) or under state regulations, or a general 
hospital with a service area which has an average population of less than 175 
persons per square mile, or a general hospital whichhas a service area which 
has an average Populationof less than two hundred personsper square mile 
measured as population density bv zipcode. The average population of the 
service area is calculated by multiplying annualpatient discharges by the 
population density persquare mile of the county of origin &zipcode as 
applicable for each patient discharge and dividing bytotal discharges. Annual 
patient discharges shall be determined using discharge datafor the 1997 rate 
year, as reported to the commissioner by October 1, 1998. Population density 
shall be determined utilizing United States census bureau datafor 1997. 

(iv) "Eligible rural hospital weight", as used in this subdivision shall 
mean the resultof adding, for each eligible rural hospital: 

TN 03-42  



Attachment 419-A 
Part I 

(07/03) 


(a) The eligible ruralhospital's targetedneed, as defined in paragraph (5) 
of subdivision (b) of this section, minusthe mean targeted need for all eligible 
rural hospitals, divided by the standard deviationof the targeted needof all 
eligible rural hospitals; and 

(b) The mean numberof beds of all eligible rural hospitals minusthe 
number of beds for an individual hospital, dividedby the standard deviation of 
the number of beds for all eligible rural hospitals. 

(2) From the funds in the pool each year, $36 million on an annualized basisfor 
the periods January 1,2000 through December 31, [2002] 2004 and $18million for the 
period Januay 1, [2003] 2005 through June 30,[2003] 2005, of the funds not 
distributed in accordance with paragraph (1)of this subdivision, shall be distributed in 
accordance with the formulaset forth insubdivision (h) of this section. 

(3)From the funds in the pool each year, any fundsnot distributed in 
accordance with paragraphs (1) OF (2) of this subdivision, shall be distributed in 
accordance with the formula set forth in subdivision (d)of thissection. 
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